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CRC, 5/12/2003

N POR: The Comptroller

: Employee Bervices Annual Hotice Re Income Tax
Reporting (No. 20-660+92)-Buggested Addition

1. Yor the ressons stated below, I suggest that it would be
well to insert in future editions of subject Notice a provision
to the effect that any profit reslized upon the sale of an sutomo=
bile, au article of household equipment or other article of personal
property, whether the sale be made abroad or in the Y. 8., consti-
tutes & “capital galn" and must therefore be reported in the indle
vidual's income tex returns.

2. The matter of ssles by U. 8. employeez stationed abromd
of mutomobiles, household appliances, etc., appears to be coming
under closer serutiny by verious Y. B. authorities. As you will
recall, the matter of such sales and of the conversion ol the proe
cesds into dollars is, mmong other matters, treated at some length
in the OCB Report entitled ted States Bmployees Overseas,”
issued in April 1958, and in the OCB "Guides for Uue in Developing
Uniform Regulations for a Particulsr Country Relative to the Importa-
tion snd Disposal of Personal Property, the Acquisition and Conversion
of Local Currency sand the Importation, Operation and Disposal of

Motor Vehicles," dated Qctober 1, 1958. (Extensive quotations from
the "Guidss” were published in the Agency's §upport Bulletin 25X1

Septenber-0ctober 1958.) We understand that the OC i
its first sanual report on the degree to whish its recomnendations
nave been ¢arried out and thmt the OCB Staff has been gathering
information for this prospective report by circulating questionnsires
snd by interviewing Chiels of US Mlssiona abroad, when they came to
Washington. Recently a member of Congress (#enator Mansficld) inquired
of the Department of State concerning the mmount of rupees that U. 8.
persounnel in ¥arachi had changed into U. 8. dollars during the first

10 months of 1958. This inquiry brought out the fact that a number

of ¥. 8. personnel had =014 their personal sutomobiles at the high
market value then preveiling in Karachi of 200-300 per cent of the

U. 8. price. 1t is therefore.guite poesible tuat this inguiry may
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be extended to the further question whether the individuals involved
bave declared in their income tax returna the capital gsins realired
on such sales. Publication of the suggested Notice would be of
special value to any personnel stationed abroed who are unfamilier 25X
with the provision of the tax law that such galns are taxable sven
when the sale is made outside the U. 8.
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Lyman B. Kirkpatrick
Inspector General

cct  Deputy Director (Personnel)
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